This article elaborates on how an Indian private sector corporation, managing an old and established chain of five-star super-deluxe hotels in India, has built a service organization of enviable standards. Excellence has been achieved despite an adverse environment. An environment in which:
• import restrictions and duties make availability of most foreign goods prohibitively expensive • government and bureaucratic red tape dampen initiative • India lost 43,000 mandays for every 10,000 workers (1986)-six times as much as any other country-due to general industrial unrest.
I outline below the human resource factors that enabled the achievement of high standards.
Background
The Indian Hotels Company (IHC), founded by Mr J N Tata at the turn of the 19th century, was a one-hotel company from 1903 to 1971, its only hotel being the then 220-room Taj Mahal Hotel in Bombay. From 1971 From to 1988 , IHC has exploded into becoming a group with more than 40 hotels spread across the globe-over 25 in India, six in the US, one in the UK, two in the Middle East, three in the Indian Ocean islands-and several ancillary companies in allied areas such as shopping arcades, agricultural and poultry farms, and travel trade. In a survey of the best 10 hotels in India carried out by an independent body, as many as six were IHC hotels. The Group's St James Court Hotel in London was recently adjudged as among the top three hotels in all of the UK. The last Business World survey rated the IHC as the only service industry company among the ten most respected companies in India.
the IHC is its emphasis on the human side of the enterprise, set amidst the characteristic peculiarities of a service industry. Over 70 per cent of additional employment generated in India since 1980 has been in the service and information sector of the economy. And this trend is likely to intensify in the nineties. The experience of IHC may, therefore, be of relevance to students and practitioners of Human Resources Management (HRM), especially in the growing service sector.
While HRM is important in any organization, its importance is particularly heightened in service organizations. What differentiates a service from a product?
I have elaborated on what distinguishes service from product industries in a separate box alongside these columns. Important differences arise because a service is produced to customer need and delivered to him, away from management's direct supervision. Unlike a product, a service is often intangible. A customer cannot transfer the service he receives.
Implications
There are five major implications of these differences for the management of a service industry. First, the customer's perception of service quality is more directly linked to the morale, motivation, knowledge, skills, and authority of front-line staff who are in direct contact with customers, than in the case of a product-selling organization. Secondly, rather than being responsible for their staff, management should become responsive to staff. This is easier said than done for most line managers tend to view their jobs as control-centred rather than freedom-centred. The supervisors and the managers of front-line staff should have the managerial skills to motivate their staff to be effective. Thirdly, traditional tools of quantification of output and work measurement have to be replaced by the subjective tool of customer satisfaction. Fourthly, as service cannot be stockpiled and customers are in direct touch with staff, the power of the union to pressurize management increases manifold. Fifthly, bureaucratic organization structures and mega-organizations that suffer from what Toffler (1985) calls "gigantiasis," a disease whose major symptoms are the hardening of decisional arteries and their ultimate breakdown, are ill-suited to excellence in service. The structure has to be adaptive, decentralized, and downsized
Box 1

Features of a Service Industry
The basic features of service are very much different from those of a manufactured product. Understanding this distinction is important since it has a significant bearing on the management of an organization in the service sector as against one in the manufacturing sector. Several of these differences are highlighted by Albrecht and Zemke (1985) . Some of these are given below:
• sales, production, and consumption of a service take place almost simultaneously, while there is usually a long lead time between production and sale of a product • a service cannot be centrally produced, inspected, stock piled or warehoused-it is usually delivered where the customer is, by people who are beyond the immediate influence of the management (our research data show that over 90 per cent of service deliveries are of this nature) • a service cannot be demonstrated, nor can a sample be sent for customer approval in advance of purchase • a customer receiving the service generally owns nothing tangible once the service has been delivered-the value is frequently internal to the customer • a service is frequently an experience that cannot be shared, passed around or given away to someone else once it is delivered • delivery of a service usually requires some degree of human contact-receiver and deliverer frequently come together in a relatively personal way • quality control over a service requires monitoring of processes and attitudes of one's staff.
To this list, I would like to add two other crucial differences:
• unlike a bad product, bad service cannot be replaced-at best,-one can be sensitive to customer dissatisfaction and recover his position with such remarkably good service that the customer may both forgive and forget the bad service he received earlier • it is both difficult and undesirable to attempt to standardize service-the more spontaneous and custom-built a service, the greater its value in the customer's eyes.
to respond speedily to changing customer needs.
To achieve and ensure excellence in a service organization, we have to identify what is common among the five implications indicated above. All five focus on the human side of the enterprise. While line managers in product manufacturing organizations have survived despite ignoring Douglas McGregor's warning of the 50s and 60s to pay heed to the "human side of the enterprise," any attempt to do so in the service sector will end in disaster. The culture of a service organization has to put enormous pressure on the line manager to voluntarily change his time-proven methods of "control-management." It follows that one cannot attempt a dramatic change, but has to be persistent to bring about a slow, sensitive change. In order to do so, an integrated and proactive system of HRM is the key. I elaborate on this system in the rest of this paper.
Integrated HRM System
The implementation of an integrated HRM system is relatively simple in start-up organizations but is very complicated in existing organizations. In either case, I feel that one should not go in for a traditional "organization building" exercise, or an atomistic approach of a block-by-block building through an external energy source. The question of what needs to be done should be addressed by the service organization to make it a living, dynamic organism, deriving its energy from within, an organization whose human resources willingly justify their raison d'etre, i.e., customer satisfaction.
Depending on its state of development and the unique set of circumstances it faces at the time, a service organization has to emphasize different factors to transform itself into an effective organism that steadily responds to customer needs. Based on my experience with the IHC, I have distilled the following eight factors as crucial to any organization of some size striving towards service excellence, whether it is a start-up or an existing service organization:
• manpower planning as a proactive tool • a carefully monitored induction and preemployment training system • alignment and attunement of executives and staff towards customer and employee satisfaction • identification and development of transformational leaders Vol. 13, No. 4, October-December 1988 • restructuring, decentralizing, and downsizing • proactive HRM professionals and a collaborative union-management relationship • reward and punishment tied to customer satisfaction • top management involvement.
Manpower Planning, Sourcing, and Recruitment for Career Paths
At the IHC, we use manpower planning as a crucial proactive tool. Each year, we project categorywise our manpower requirements, arising out of both expansion and attrition. The maximum possible vacancies are reserved for eligible employees within the organization. We meet over 90 per cent of our manpower needs through recruitment of freshmen from educational institutions. Our teams visit about a hundred educational institutes each year. We present to the potential candidates the career opportunities available with us. We go through a process of intensive interviews and counselling sessions. Each year, about a thousand freshmen join us, each for a promised career that is an integral part of organizational growth.
Let me illustrate the process used in 1986-87 for manpower planning in one city where we employ over 2,500 people in three establishments.
We estimated the 1986-87 attrition rate "X" tor four sets of critical career routes (CR), listed below: For each career route, an attrition probability was estimated. These estimates were based on monthly designation-wise data on manpower turnover. These data were backed by exit interview analysis and environmental scanning.
The likely needs for expansion were projected, although they were based on rough growth plans. The promotability from within was assessed to arrive at the exact needs to be met from the outside market, through established cadres of recruitment. We were in a reasonably good position, as of November 1987, to project the likely attrition in the years , and so on. We targeted a reduction for each succeeding year in the attrition from X to X1, X2, X3 and so on. The reductions were to be achieved through several planned actions ranging from better staff handling, grievance counselling, and specific steps to remove causes for grievances to hike in salaries and perquisites.
We thus arrived at how many should be selected in the months January to April 1988 from schools, colleges, catering institutes, and management schools.
Similar exercises were carried out regionwise. Action for recruitment was initiated only against such an integrated backdrop, incorporating the career development and progression plans.
Induction and Pre-employment Training. The recruitment each year telescopes into carefully planned induction and pre-employment training, executed jointly by line management and HRM professionals. Our objective was to produce highly competent staff, who are both skilled and motivated to play their roles within the overall organizational orchestration, to give the utmost satisfaction to the customer.
The unique features of the Group's HRM practices are:
• by April each year, a group of line managers are handpicked to go through "Train-theTrainer" programmes; they are prepared to assist the skeletally manned HRM group during the peak training period from June to September • from April-June, these temporery trainers assist the full-time HRM staff in overhauling and updating the training material and systems • the new recruits who arrive in June are received like "bridegrooms" and literally sucked into a well prepared induction and pre-employment training -not the least important part of the programme is a clearly declared career development statement backed by a sufficient number of role models which help the new entrant envision where he/she can be ten years later
• mentors or "buddies" are appointed to interact with the new recruits and help them acclimatize themselves with group culture Through this system, we achieve several important objectives:
• the additional staff requirement is met in a planned and unhurried manner, with sufficient time, to train and prepare them for their jobs and careers
• by their involvement in recruitment, induction, training, and mentoring of staff, line managers get very sensitive to their role as "trustees" for the development of their subordinates
• a healthy atmosphere of care and concern is nurtured where the new recruit feels he/ she can flower out to full potential
• a guest entering such an atmosphere cannot but feel care and concern enveloping him/ her, attended to by front-line staff at the lowest of levels who could, at some future date, see himself/herself at the apex of his/ her organization.
Alignment and Attunement.
We have made a concerted attempt at the IHC, over the past couple of years, to "align and attune" (Harrison, 1983 ) the majority of our executives and staff. We have conducted a battery of workshops and leadership development programmes. This means two things:
• the alignment of all individual and collective energies of the organization towards customer satisfaction, keeping in mind the particular segment of the market the organization is geared to satisfy
• providing an enabling environment of participation and care within which every employee of the organization is attuned and functioning reasonably freely.
All supervisors at the middle and senior levels need to develop the skills required to balance the tension between these two forces.
Vikalpa
Through separate two-day workshops, the management team of each hotel:
• identified the needs and changing perceptions of customers • developed a service strategy to meet them • initiated a joint action plan to change service delivery systems • delegated sufficient powers down the line to enable the staff at every level to freely express themselves.
According to Harrison, a successfully aligned organization is characterized by three attributes:
• a powerful and clear future direction that both enriches our past and empowers our present • communication of the vision to every member of the organization
• a vision with "open space" which invites individuals to make their own contribution to making the vision a reality.
Our workshops are directed to these ends. Such a joint exercise involving several levels, and resulting in committed action plans, provides an ideal framework to initiate team building activities.
Attunement might have been facilitated by the century-old tradition of Tata organizations for care and concern for human resources. There are countless cases of employees who have been saved by the company from the jaws of death. For example, a room boy in the Taj Mahal Hotel, Bombay, became an alcoholic. Counseling had no effect. He also avoided the Alcoholic Anonymous sessions. At the cost of a few lakhs of rupees and after months of nurturing and attention, the company had saved him. A few days ago, when I crossed him in the back alleys of the hotel and enquired if he was definitely "off" the bottle, he responded with tears in his eyes, "You people have given back my life to my family! How can I ever dream of drinking again, Sir?" However, attunement can get disturbed very easily, like the strings of the sitar of even a Ravi Shankar. Just as the maestro keeps tuning his strings all the time, so too should the organization keep a constant watch.
Identification and Development of Transformational Leaders. The best laid plans can go awry for Vol. 13, No. 4, October-December 1988 want of field generals who not only understand and commit themselves to the plans but also have the requisite skills and knowledge to carry out the plans. At the IHC, we conduct an annual exercise to identify young men and women in middle management levels who are outstanding in both performance and leadership potential. They are put through close to 20 days of leadership training in three segments spread over six months. The purpose of this training is to:
• help them understand and identify with Group policies, specifically our customer orientation in everything we do • develop the skills and knowledge required to sensitively help the natural unfolding of their subordinates' potential • help them become adept at dealing with uncertainties, changing priorities, nonlinear relationships, and thus become "radical" as against "incremental" executives • make them develop a holistic rather than a fragmented view of the transformation they are a part of • help them realize their proactive role in the organizational transformation process.
At their locations, these transformational leaders have become a source of major strength to their General Managers in the thrust for achieving excellence in service. Some have already become managers of independent units.
Restructuring, Decentralizing, and Downsizing. It is possible to centralize most decision making in the manufacturing sector, but in a service industry, events move much too fast to brook bureaucratic delays. Toffler's "gigantiasis" is therefore a fatal disease in the service sector. Almost all successful service sector organizations, including the IHC, have realized this and restructured their organizations accordingly. Major policy decisions, development, and provision of specialized services like finance, marketing, and human resource development, and auditing and control of operational parameters are taken at the centre. The rest of the decision making is delegated to regional Vice Presidents and their teams. Where such a downsizing is not done, service quality declines rapidly.
Proactive HRM Professionals and Establishing Collaborative Union-Management Relationship.
The HRM professional is involved in the crucial steps of manpower planning, sourcing, recruitment, induction, pre-employment training, organization restructuring and decentralization, training and development, assured career planning, and progression. He is the initiator, catalyst, and implementor in these steps. Through such involvement, the HRM professional legitimizes for himself a crucial organizational position from which to respond to employee needs, traumas, and grievances. His sensitivity enables him to play a key role in anticipating and identifying employee needs, bringing them to the attention of line management and having them met adequately.
After much trial and error the IHC has managed to include all facets of personnel management functions within an overall framework of HRM. We have found that the more successful an HRM professional is in legitimizing for himself the role of a friend, philosopher, and guide to employees, the more of a threat he is to the traditionally antagonistic trade union leader. The reasons are obvious: when employees' problems are anticipated and solved and the number of unhappy employees reduce drastically the professional trade union leader faces the same problem that a mercenary doctor would face when his patients stay healthy through diet and exercise. This atmosphere provides an opportunity to establish a collaborative relationship with a new type of union leadership that recognizes members as effective members of a dynamic organization. The realization of this opportunity has led to remarkable achievements at the IHC.
It is important to note that well-rounded HRM professionals are not available straight out of management schools. Unfortunately, the training in HRM in management schools has worsened because a schism has developed in academic circles. The Organizational Behaviour (OBJ/Organizational Development (OD)/Human Resources Development (HRD) specialists are orbiting around a different focus from that of the Personnel Management (PM) and Industrial Relations (IR) specialists. The two orbits seem to have developed mutually exclusive domains. It is, therefore, possible to get an MBA degree from the best schools with not only a complete ignorance of HRM but also, curiously enough, a disdain for it. Assessing the quality of performance in the manufacturing industry is relatively simple. Rejection percentage and warranty claims are examples of age-old performance parameters in the manufacturing sector. Service industries have no similar, easy-to-quantify parameters. Research by Albrecht and Zemke (1985) shows that customers lodge less than five per cent of their complaints on the quality of service. Our experience at the IHC shows that less than three per cent of the guests fill up the guest feedback cards left in hotel rooms. Besides, it is not at all advisable to rely only on negative indicators of complaints for assessing the quality of performance. One should attempt to find the positive parameters such as repeat clientele percentage, room occupancy variations, restaurant sales in terms of number of guests and average cheque, and so on. In one of our resort hotels, we pay an annual bonus based on the ratio of annual room sales over mandays employed. Quantification of performance standards in a service industry is dangerous without adequate weightage for the quality of customer satisfaction. A great deal of creative work is possible which is currently underway.
Reward and
Reward and promotion system in the service industry must be seen as directly linked to customer satisfaction. Only such a system will serve to encourage right employee behaviour. Along with such a system, we need an equally effective punishment system in India, without which the entire edifice may crumble. I may illustrate this with the following example. In one of our hotels, recently, an employee misbehaved badlywith a guest. We reacted sharply and initiated disciplinary proceedings. Through a combination of misinformation, threats, coercion, and other manoeuvres, the employee began to gather a group of insiders and outsiders to apply pressure on management with threats of work disruption. After conducting a domestic enquiry and satisfying ourselves that the employee did indeed misbehave with the guest, we dismissed the employee. Our line managers and HRM professionals in that hotel spent hours communicating to other employees why we had to resort to such an extreme step. The point of it is that all employees have to be made aware of what sort of behaviour will be rewarded and what sort will be punished, although with sufficient checks and balances.
Top Management Involvement. Organizational transformation to achieve excellence in service industry cannot take place without the visible support and involvement of top management. Such support is needed on all fronts-in initiating a debate on the vision of the organization that executives have to align themselves to, in emphasizing the attunement of staff within the organization, in restructuring and downsizing of the organization, in delegating authority to decentralized units in the organization, and in re-emphasizing accountability and backing it up with commensurate authority. While such involvement is important for excellence in any organization, the central focus of all such effort in the service industry has to be customer satisfaction. Top management has the prime role with HRM professionals playing a key, supportive, and consultative role in all these actions.
The HRM Perspective. Human beings perform best when they have a sense of freedom and responsibility for what they are doing. From the time of Mayo's experiments at the Hawthorne Plant, there has been a flood of data to support this view. Abraham Maslow (1967) went to the extent of asserting that the need to self-actualize at work is a necessity for psychological health. Confirming this analysis, Collin Wilson (1979) points out why. While "passive human beings" may get engulfed in a chain reaction of guilt, self-hatred, and neurosis, creative energy tends to be self renewing and produces its own chain reaction of health and further effort.
Despite all this research, managers both in the East and the West have continued to use primarily authoritarian and control-oriented styles "to get work from people." Traditional management is finally meeting its major crisis in service organizations, where over 90 per cent of all relevant contacts between a customer and the organization take place beyond the immediate eye of the supervisor. Only if the front-line staff find scope for selfactualizing themselves in their work organizations, will the contacts between them and the .customers come alive making customers happy.
The management of a service organization has to realize this simple fact. It has to concentrate more on responding to the staff and their suggestions than on controlling them. The key to building excellence in a service organization is to allow "free space" for front-line staff to creatively respond to customer needs, and to let the rest of the organization recognize and support the role of the front-line staff.
